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What started and continues as an economic c¢crisis
of challengmembaci Egropeaa8 Uni on (EU) that many
reprstshentmostanstgi greitbiack in over 6MnydGarsecef akudr o
other European countries with struggling economi
widely viewed as unjustly imposed by other gover
itability and growing concerns about the democra
Greece has had seven different governments since
prosperous economnsi,c shawecftha caesd Geaumtnigng pressure
assistance to what many voters perceive as profl
resulting, fraught debates among European leader
heightened political tensi ocnts tthoe aE W eogvreere tthhea tl oc
Committees in both the House and the Senate have
to its impact on the United States, and have exe

1IMF, World Economic OutlogkApril 2017.

2 |bid.
3 |bid., Eurostat.
“These challenges include the United Kingdom’s vote in 2016

migrants, and Russian aggression in Eastern Europ&&RBgdReport R44243he European UnionCurrent
Challenges and Future Prospecky Kristin Archick
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Buiudpd and Outbreak of the Crisis

As Greece prepared during the 1990s to adopt the
costs droppeFd gdijraemhhvesatbys (were confident that
eligibility requirements, a common monetary pold:i
Central Bank (ECB), and rules limiting deficits
economies, STuhceh Grse eGkr egeocvee.r nment took advantage
with government debt rising from 68% of GDP in 1
the influx of capital to Greeclei canfdi nlaanxc eesn fdoirdc enn
result in a fundamental change in how the Greek
increased the compe®iintsiteanegs Grefe kt lgovecamemy.s us
from private 1nvestorisng oanpda yt of oorf fgsoevte rlnonwe ntta xs pre
running budget deficits through the 1990s and 20
Grescerisis was triggereldedtned aree ) 0Hq v ewthreme mt v
its predecessors had bbeuwedd eufnidceirtrse.p oQuteisntgi ognosv ear bnon
sustainability of Greek public finances eroded i
financial markets, when Greece, like many other
to recover fromal her i2d0id¥Wad fMidtGh@®@EIMWt access to capi
uncertainty increased about whether Greece would
taking a more critical look at the sus,tainabilit

5 EU members incorporated budget rules into the Stability and Growth Pact (SGP) they adopted in 1997 to coordinate

economic policies in lieu aklying entirely ormarket forcesThese fiscalulesrestrictedEU membesto budget

deficits of no more than 3% of GCdhd a deblevels no higher than 60% of GDPhese rules were to be enforced

with fines of 0.5% of GDP when countries failed over a number of years to meet the requirements. Grisedeowas

the only country that violated the rules. Germany and France were the first countries to violate the terms and opposed

the application of sanctions. Some analysts arguethat s ¢ early violations by the Eurozort
“havywei gh ordetisiamakers undefmined the credibility of the fiscal rules going forward. For example,

see Kiran Stacey, “Who Originally BiFinanaal TimesDecEmberB,i s cal Rul e
2011.
6 For example, see Daniel Gros and CinziaiAlti , “Adjustment Difficulties and Debt (

P e r i p Genteryor Buropean Policgtudies Working Document No. 347, May 2011.

Congressional Research Service R44155 - VERSIOR - UPDATED 2



The Greek Debt Crisis: Overview and Implications for the United States

with the ¢
about poss

risis eventually spreading to Ireland,
i bl
Eurozone (aft
t he
nt

i

e contagiromdtMdoadngtelsy @®@mwdnHmaies, imhd

er Germany andelhsanme sucMorco ulntt ¢a @&ls
European banking system, sl owed ec

in many European countries.

t hreat t o
unempl oy me

Figure 1.Yields on 10-Year Greek Bonds

Yield

e Mar. 2012

>0 2nd program

45 announed

40 May 2010

1st program
35 announed
30 Jul. 2015
3rd
25 Sept. 2008 program
20 Jan. 1999 Lehman Brothers announed
Euro introduced files for bankruptcy

15 financial markets

10

5

0 1
o = N O M~ 00 O © — o o s U W M~ 0 O QO — NN M s oW~
S O O O O O O O o 2o 9 2 2 Q 9 2 Q = = = = = = = -
g o a0 O O Oy O © O O O O O O O O O O O O O o O O OQ
LI s T D D DR o o A o Y o N o TR oo A o Y o B A o A Y o A o A O o A o Y o O o

Source: Global Financidbata.

Concerned about the systemic risks Greece could
international economy, other Eurozone government
assistance packages to the Gragk€tgdOebnménmnon(({nt
exchange ra5tyé d)'Fwimonci §1 assistance was disburse
upon fiscal and structural refor ms, which have b
particular, the Gret¢hkdgaverimgmedti chat ifmpkaeamendj u
primary budget deficit (thle0%dleoffi GIDIP dnc RWDOn g ode
forecparsitmady budlg®ti s7/WE@Vasenw,f concerns have beer
t teype odfdimsadnd the paoerofmoseraeaetftormits dbfgr m:

-

‘To What Extent has Gred)Addiimphehmbyuyredn RB® blhme@r ¢
debt held by, pwitvhtpriwvwattstiomsesadbo@ld %t oahi mag netbs
present value basis).

The ECB also took a number of actions to respond
Eurozone, including purchasing or pledging to pu

7 Throughout the report, values denominated in euros are converted to U.S. dollars using current extelsalageof

March 31, 201 7: $§1.07 per €, Source: Feder al Reserve) . Ho w
the crisis (the euro has depreciated by 25% against the dollar between the beginning of 201@®6a8)rachd dollar

conversims should be viewed as approximations.

8 IMF, World Economic OutlogkApril 2017.
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Figure 2. Greece: GDP Growth and Unemployment
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To What Extent Has Greece Implemented Reforms?

A key source of debate is the extent to which the Greek government has implemented fiscal and structural
reforms. On the fiscal side, there has been a substantial adjustment. In terms of the primary budget balanc
(government revenue minus expendituresciexling debt repayments), the government has shiftexh a deficit

9 IMF, World Economic OutlogkApril 2017; IMF,Greece: D16 Article IV ConsultationFebruary 2017, p. 5.
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of 10.1% of GDP in 2009 tosurplusof 0.1% of GDP in 2016. In February 2017, the IMF forecast that based
current policies, Greece will achieve a primary fiscal surpfus5% of GDRver the mediumand Iangterm,
which the IMF argues is appropriate, although European creditors are pushaguigius of 3.5% of GDP by
2018.

However, the IMF also argues that Greece should seek more grdriehdly and equitable fiscal policies,
particularly on pensions and tax&sThe Greek pension system has a record high deficit (10.5% of GDP, almg
four times the Eurozon@average)halfof Greek wage earners are exempt from personal income tax, and unp4
taxes to the government amount to about Z©of GDP Some experts have also noted the slow pace of
privatization in Greece, which could help the government raise badly needed!funds.

There is also debate over the progress on structural reforms (reforms to make the economy more competiti
On one hand, successive Greek governments have made substantial progress as measured by the World H
* U R X[3oiny Busines=port, which compares business regulations and the protection of property rights acrq
FRXQWULHV *UHHFH-V UD Q ballyQfiork £1U6 InRHe WY id 2008 td B&R n\R0IL6. In 2013,
ZDV DOVR QDPHG DV RQH RI WKH "WRS UHIRUPHUVu ZRUO G2%GH

EHWZHHQ DQG ZKLFK ORZHUV WKH FRVW dhpeStved&®FW LR Q

However, many analysts have expressed concerns that substantial additional reforms are needed. For exa
the Doing Businessport, even with the reforms, Greece is now ranked just ahead of Costa Rica (#62) and ju
below Kosovo (#®), far from most of its European peers (for example, Ireland is ranked #18 and Portugal #
Additionally, in 2017, the OECD released an independent policy assessment to identify rules and regulatior]
may hinder competitive and efficient functionofgnarkets in specific sectors of the Greek economy (e
commerce, construction, media, wholesale trade, and specific manufacturing subsectors such as chemicals
pharmaceuticals} The report makes 356 recommendations on specific legal provisions tbatdshe abolished
RU DPHQGHG ZKLFK WKH 2(&" HVWLPDWHYV FRXOG KDYH D SRVLW
million (about $442 million).

ORUH EURDGO\ WKHdJWHVSRUWW M RIBWHWMKHDAH QW UHIRUPYV *UH HHeH -
most heavily regulated in the OECD. These structural flaws adversely affect the ability of new firms to enter
markets and hamper innovation, efficiency, and productivity. Weak competition and barriers to entry result i
choice and higher pricesfd *UHHN FRQVXPHUV OHVV LQYHVWPHQW I|IButhw K

reforms may be politically and culturally difficult to implement, however.

KePevel opmen28The Third Package

The Greek crisis reachadmarc niftsedadSn.d dfhiert anrr cei adlu r
assistance program for Greece was derailed by a
Eurozone and I MF creditors. Key disagreements 1in
disbursement of commitdleat fmgdtsqgq tpaxdsds,cupgamsi ons
potential debt relief from other Eurozone govern
growing public dissatisfaction with austerity. T
flexi brielfiotrymsonand debt relief from European cred
burden and growing public dissatisfaction with a
creditors as humithiadat mvgtawmdopthiomtpedveamwtus obaeba)
debts, primarily to Frehehpanlbde G&Grenak baakemyanh
European creditors, led by Germanygphatvededpteys
implementing refor ms and awhka to fi sr evgiachrvdeTdie fsars a(bri edei c
the Eurozone.

Elections 1in Jan-bhaf tta 2sOtdedriiotfy aGrnecewk gamawer nment h
considerably. In June 2015, the stalemate betwee

10|MF, Greece: Priorities for a Return to Sustainable Grow&babruary 7, 2017.

UFor example, see Liz Al der man, “New York dimgNovember 16, 2G¢12. ¢ e S1 owl
2Paul Krugman, “Inter NewlYorDlmeadnuary 26,2016. i n Greece, ”

13 OECD, OECD mpetition Assessment Ravie Greece(Preliminary version)2017.
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p mit . The Greek government was running out of c¢a:c
make debt repayments and cover obligations 1ike
June 26, the Greek government waddiede d obby ai tpsubdd
in order to unlock a final?7bdiilslbivorns)e nceonmimiotft e€d7 .a2s
second financial assistance package. Concerns th
run on Greek ba8nk st,h ea ngdmpoons aJduennet pi t al controls,
banksand limited AJOM Jwmuineh d¥O,watllse Greek gover nmen
billion (about $1.6 billion) payment to the I MF,
arrwath the IMF and the singl's pOagrge®Ohs habyw.ed pa
5201vio,t ers in the refer'pndpmsatjewted mheectbdnt
v ot ‘inmd’g

Bet weeandalml2¢9 | 5t he GreekhegovEurmmzemne o©oduntries,
negotiated a path forward. A nBwnobaedrl yo fs ppeoasksiinbgl,e
fell into three major categories: (1) extend a t
additional reliolremskaep iGrg e@Greegecove 1in the Eurozone
Eurozone, either through a unilateral decision b
suspension; or (3) keep Greece in the Eurozone,
goveernmtm in ter ms of Uletbitmatedliyw,f oamdJ wleyf olr2ms .20 1 5,
reached by Eurozone heads of govkeame@Grtedoe aidy am
Eur ozpamev,i de a third financiuwup thad@SancabpackdP
bi |l Jainodn )ma n draatneg iwnigd er e f or ms i n t he nGor eceokn cerceotneo my ,
debt Mrelief

However, mnegotiations over the third financial a
July 2015, t he rIcMHK uble cianmei t mo rdes sdeesbst meinst utnhsauts tGrien
and that debi amelbicefonids whadead Edrope h#Atbeen will
the end of July, the IMF announced it @mould not
though its participation was formally requested
strongly preferred by the Europeans. The I MF has
Greece has agreed on a compag cehewnsnmwme stet hbhadveacdw
debt ®relief.

In the short term, the July 2015 agreement helpe
paved t hae €wa ypdfladmton$S Br Ddhelloen)that Greece usec
wi t hl MFh easnkle payments to the ECB. After the deal

emergency liquidity assieveam cacs ftolre Gar gereeke mheamtk so n
progr am waasn afliynsatlsiwheudeihtt rwboguelddu c ces s ftwbubd whet he
repewtopsepolicy response® that have been unsucec

14 Euro Summit Statement, Brussels, July 12, 2015.

“Greece: Update on IMF Staff’s Preliminary Public Debt Su:
Bpeter Spiegel, “Greece Disqgda TbifadcialTimdsduly 80, 985w I MF Bai lout,

YA report by Citi argued that t he-wesuspegthattpefdmilaut(like “a poorly

its predecessors) will suffer from inadequate implementation of sudyreforms, insufficiet debt restructuring, and

overoptimi stic macroeconomic assumptions.” As Finangabrted in “C
Times July 17, 2015.
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Recent Devel opments

Although thettabidd zpackagestor panic about a pos
Eurozone tbhoonpughu2figédi sagreementnst hlheatdweEamr otplea nC
creditors r edpiesabtuerdsleymednetlisa yoefd fun&s etoet hee@seehke
funds 4€6 makbi llion (about $6.7 bi#lfiam) debt pa
agreement cannot kheganaaodde didt,usl Gdeebetc.e may

lourrent mwmegatifamiammwsd al Bssihtanobe afktheibMBe
of 2015, the I MF declined to participate 1n the
Gredoaamaded by the Eur opeaann Srteasbciulei tfyu nMe e(htahnei sEm, r oEp
concer Gy esbedbt sustainabilit EFuamwmdpernafermddd mmist n
includingva@GdiremalnMF, t o be 1invol ved’seixap etrhtei sper oigm a m.
responding t oThe olnddfintit do pcemqmiossessi .bi l iithy eefL epagtr ceeidp
to a comprehensive set of reforms and Eurozone g
Gr e eSweme expected thenl Mbotug ke de pdogiraim by t h
20

e
l6nobdecision has been taken to date. It 1s no
rmany and the NethekESMndbuemstesl It oa pGprreoevcee f ur t he
wit haduMFs t amp of” approval.

The I MF has asked for pension “BaadWhatx Extfeomtmshaan
Greece I mplenfejmhiedh Rietf ovximeWws as mnecessary for pu
sustainable trajector yEugrooipnega nsf odrionchdribdta mtl et | iiesf afl 1o
GrecEcveeen with addi MFobhesltihmg € '&Gr me ,onedoilntyh nd

will grow out of 1ts debt problem and that Europ
relief for GreeceGr eFeusreoipne atnh ea sfuadrsmw nonfc elnogaon s ,

o fafnpyr i n cwipdaell yi awi eawepdod i d 1 tcad The nEMgoolpat debt
relcioaufl d be achxttordi ¢ hy oaff hma taunrdi tlyo waenrd ignrtaecree spte

Economi ckOfiot oGreece and the Eurozone

—
=
a

g debt crisis in Greece has exposed si
n the economic performance of Eurozo
expereaocmmcoenmi odipfefrefreernma noedseslisn owef t h
financial c¢crisis and associated ec
ameo nme mioerr  threo AZaimr e zl conwe oaisl ap rwheoelse,, a
v¢imgndbtyat hep ECB, and stronger expo
weak cyclical recovery amid project:i
: theoPEE€EDs the annualr eEmarionz océHrechugnode glh.h r a t
he WTO also i
of 2.8% in 2
nomies. Nevert
ection of the

ongoin
cy and
zone ha
ding, t
e
i

o
)

o o

Or manc
mmodat i
d to a

9

(Dm\](DO’—th""

r
i
h e
s projecting that global trade
017 which would provide a sti
hel , the WTOeatguadg yt baterit
gl o

z

-0 O OO0 0 OO0

€s s
lobal economy and go%ernment

addition, Eurozone memberatftacofa vakanpll orygniemg
t remeroshighe Eur o(z20)n ei mtsedrad smth ordaeti osn are pr o

b
main | ow, contributing to thd 3Di Phsifhens sl oawve s

S o= a0 R NN ® T ~h T

o o S

B«Greece’s Creditors are Now the Ma iEconomismpebrdarym® 2007. t o Sol vi n
19 Organization for Economic Development and Cooperation (OEREYim Economic Outlogkvarch 7, 2017, p. 1.

20World Trade Organization (WTOJrade Recovery Expected in 2017 and 2018, Amid Policy Uncertaipty 12,
2017.

Congressional Research Service R44155 - VERSIOR - UPDATED 7



The Greek Debt Crisis: Overview and Implications for the United States

u

futman @ se ddammdo midc) grroowtuhc,t irvei t y and

ns ahralvye dnied appe¢esr @816 assessment of the Euroz
dateaa isritical juncture. Without more decisi

nion, t he eur o arceral sreesmaoifns a't ris
urged the Eurozone members to take

key factor 1in

gai

t he

the monetary

confi”@Theel MF

inclaoaldengoll owing
X Me mber s

mar ket s .

X Me mber s
structur

x The ECB
monetary

X Me mber s
strength

n 1ts 2017
4% 1in 201

should prioritize structural refor ms,

w1
al

s h
c

s h
e n

a
6

i'‘hbee yond what

|
0
stabilizebut s
t
c

t

(o)
(o}

0

h thesohiouudadl praombittey imovedd ment an
refor ms.

d maintain ertesa diyo nteot acrays ee as i ng
itions further 1 f inflation r e m¢

d move forward umi emmpdeé&ting t he
nk balance sheets.

ssment of Greece, the I MF conc

on@Gmygece did not re@ui rtehiasddit

s s e l u
and 2.7% in 2017. It also argues th
tka 10

f

ases on narrow tax bases within

i
s

i tZ®Tchuer rleMFt Icyo nicsl uddoeidn g.hat Greece
greder etcm naoonh ice wet alband g t y:

madduec ipnrgo ggroevsesr nimme nrte s pending, but
steps to reduce public sector w
t

=

a
h
an ineffective taxbpdmiadstoatio
nterference. As a result, this s
and has adopted various program
incentives for Greeks to pay tax

e sGriereaktnaksseotndgtaetr and more resilient th

hallenges in
X Greece has
additional
tax 1ncre
X Greece has
political
collection
weaken the
X The I MF
were b
capita
generate p
support fu
regulatory
X Greece 1 mp
labor cost
trading pa
product ma
competitiyv
from vest?

In 2015, th

from the fi

r
t

oo = = n —

I

e2f0o23 0 9 hgl obal fhngzheralgnddbeiyst ewi t h
Nodetvledlsess, weak bank profitability i

s
ofits to sustainccapcltatg, levels t1
ure expansion of their balance s hc¢
requirements, and pay dividends t
emented reforms to increase labor
aeisd wngagrempoewteidt iGvreencecs s gap relative

tners. However, parallel refor ms i
kets havfomoitngraazsadg cidn threo dweteidv
ness, due te ofowtrmpkEcmppbositonni

interests.

MF conckutdedst oat aEseozohadbamky 7

e
nancial créesisingiltldasFuechozomkali disd hse u

2LIMF, Euro Area Policies: 2016 Article IV Consultatiafuly 2016, p. 1.

2\pid., p. 1.

23|IMF, Greece: 2016 Article IV ConsultatipRebruary 2017, p. 1.

24 bid., pp. 810.

Congressional Research Service

R44155 - VERSIOR - UPDATED 8



The Greek Debt Crisis: Overview and Implications for the United States

ndvihlmgh Il evellTheobad&kB8®@Q0sbi hhdon ($1 trillion)

oans, with the majority of these Poaalk concentr
onperforming loans 1imit the abielrietfyoroef, Fucrto zt oon
educe the effectiveness of quantDutattioveomaxsirmg
ver BhdibhWncial and economic health, the ECB be
efining capital ande tboa mkost,i foyr tthheo slea rdgeeesthe &€ utrom z
mportant, that they mneeded to increase their ca
equirements, further res®raining credit availab

= a0 B T

Pol i ¢y rheasvpeo nfsaelsl e hi ¥ & o1 bgaistehde ebcroonaodmi ¢ recovery f

necessary for countries such as Greece to revive
empl oyment , and f iss cEaulr ozbojneec taimvdaesl tMeFGapcer eeadg t toa s

balance redQuicrcemeatddntliohHheé r ms cohast rmaphgrowth 1in
Greek economywhnl éeéhroshompedungnesomomne et icwins
nations often have relied on stimulative fiscal
domestic dmmaraodeanHeir e xEpuorrot dceopmmpeectiiattii voenn eisss .h e
increase exports and provide a milgli wehnemul us t o
imbil ity toowanduerwaelnucey ,i tusn c el rottiagi dnm eppreors pEucrt sz of moer

ingtreati bheg anwillingness of its creditors to rev
outstandheg wdgb tigroevaae no fiphuitsu ruen cplremasrp. ¢ c he awve l y
on a resumption of European and global growth.

For some observers, the merit of an economic pol

during a time of high unemployment and declining

gener al agreecnsecondet r hotwesaaiheg ¢ ¢ hmamhe f Gr eek e conom

achiewvteerlmonsgustaiShmdbHl er rdeweoweserr,y .may cmbacldldeendge de e
u

cultural nowrrths a mchotii finduaend tt oc o nrsea sdiesrtadbd cce publ i ¢

Political Dynamics in Europe

Dynamics in Greece

The adrmdtbroader economic crisis in Greece have s
fueled public resentment toward EU institutions
country has had seven different g osvieErancnhe nhtass ( i nc
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25The six countries are Cyprus, Greece, Ireland, Italy, Portugal, and Slovenia, International Moneta@ldbahd,
Financial Stability ReportApril, 2015, p. 19.

%David Emrmriophlk,an“ Regulators Pres s WalkStrdgtiJanalBlanuarys26,2045, I ncr e a s e
CarolineBinhaméand Martin Arnold, “Europe’s Big BrinankialTinésl Il Need t
February 24, 2015.

27 One of these, a caretaker government headed by Panagiotis Pikrammenos, was in place for ortemaonth af
inconclusive election result in May 2012 led to another election in June.
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political establishment that—thad Neeove Dednomirmatye & «
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Tsipras took office fowHiowh nlge aml edged itom rcawmpmrs
measures and secure debt relief from creditors,
position ultimat@Grlespaoevdedt ong enadbileted that the
fiscal and stxobhangel foefohmsfinancial assistanec
Eurozone. Tsipras portrayed his dedcdtiesrimosn fionr Jaul y
third assistance package as choosinglbket ween t he
option being an exit from the Eurozone. Many 1n
withdrew their support for Tsipras. dFppaemdemwt t h t
continue dwiptohp uGraereikt yvot er s ands spreks ache we popul ag
by calling a snap parliamentary election in Sept
To the surprise of some analysts, Tsipras prevai
government that remains inspteaondtedaeaytoAndl ys tts
sign that although many Greek voters oppose the
Grescereditors, they ’salcsontfiimundd meumpbpeorrsth iGx eiernc et
However, public ss ufpaplolreen faosr he ilpasasi thml emented a
spending cuts in order to securse FElbnctrienduietdo rfsi.n aSn
analysts question how long Tsipsapobtaoaymaontse¢n
ablity to weather dissent could despemrde dint arthse, c o
particularly in the form of debt relief.
Dynamics in the EU

The crisis in Greece brought the EU and Eurozone
has deevfearul t e d, dsn df otuhned iEnugr otzroenaet y does not cont ai
from the currency union. Whatever the outcome, t
tensions and public dissatisfhaatvieomwowisthitent h ¢ F
reiterated Ger man Gh acnocnevlil€otfii Al etehd aatr Met &iell s , Eur
reflecting ptohsesi'Gb ebfeirltam ft techaBusodfdmegs htlpe pEUj ect,
seriwmdd¢ymi ne ofhetrhicnztomer iatnyd e *Howeher EU itself.
governments BnsthenEvesotzewsenomies have also face
resistance to providing financial support to Gre
budget disciblsnkavOpsungogaspoed t hatupapomaj arity o
Gr e e kf reoxmi tt h e IEm rsowmenecountries, including France
broader Eurozone crisis and relate®@uaoskemitd cst a
poiadal parties that question the benefits of Eur
Negotiations over the agreement for a third assi
some Eurozone members over fundamefitabrquednions
appasrpelnitt bet ween France and Germany, long consi
European integration, was cause for particular ¢
Italian leaders, among others, haveaamphef§fized t
2German Chancellor Angela Merkel, as quoted by Andrew Higg
Looming, Europe Offers Greece a L&t n u t e NeweYark TinigsJune29, 2015.

B«Europe’s Reaction +fd¢ r @he&Economistiuly &20i5n ° v s . ‘Peut
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Political Outlook for Europe

The c¢crisis in Greece 1s one of several challenge
believe ceultd dadttdidimnlgutor reversing at least s ome
the first time since the end of the Secdsond World
vote in 201 6%Amo nlge aovteh etrh ed yEnla.mi ¢s retaenherhi ¢ o t he
stagnation across the EU and Eurozone, the rise
distrust and tensions among EU member states cou
widen and deepen Europedheidemgpgratntor. 1 Qgd st mamws
institutions, particularly in setting economic p
In contrast, some observers counter that the c¢cri
could prodddeiadmeedfomaeans and ultimately transfor
and cohesive entity. They point out, for example
ECB have already taken a number of upnoplrieccedent e d
coordination and provide financial support to st
lines, key French and German offici’'alpohawvecehdo
aut horit and democraticcilegtiitoamaefy, ai Bedoadomeg p
although the degree of support for this proposal
unceftain

I mplicabrohhe United States

Europe i1is an importantofhenbmitednBtpbbetssfiend ph
crisis in Greece on the United St asg e syechaarss .been a
During the ObamBa eAdmdiemits tObatmaom,nd key Administra
calflesdwa ftobnsgt response from Eurozone leaders,
strategic importance to the United States of a s

%¥The German finance minister’ s public proposal for a tempo:
media and from Greece, France, and ltalya mong ot her s . See Frangois Heisbourg, “]
and Ge rFinanaiay TinvesJuly 15, 2015.

31See Simon Nixon, “Gr e e k CrWall Street JDurnalduly 15E20%50 z one s Durabi 1 it

32 Additional challenges include an lnk of migrants from the Middle East and Africa, and Russian aggression in
Eastern Europe. S&RS Report R4424F,he European Union: Current Challenges and Future Prospegt&ristin
Archick.

BSee, for example, Honor Mahony, “Hollande CaHUls for Vangu:
Observer July 20, 2015.
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Notes: Data are for consolidated international bank claims on an ultimate risk basis, accessed on April 5, 2017.

JRUHLJQ FODLPV LQFOXGH FODLPV RQ *UHHFH:-V SXEOLF DQG SULYDWH VHFW
derivatives contracts, guarantees extended, and credit commitm@utsntries reporting to BIS include

Australia, Austria, Belgium, Canada, Chile, Chinese Taipei, Finland, France, Germany, Greece, Hong Kong, Italy,

Japan, the Netherlands, Norway, Portugalg8pore, South Korea, Spain, Sweden, Switzerland, Turkey, the

United Kingdom, and the United States.
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I mplications for U.S. Participation it

Some Members of Congress halvMF bpremg rGaomse eie nhdvebo
been an appropriat ea duesqeu aotfe IIyMFp rroetseocutrecde sU.aSn.d t a x
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%Phil Moore, “Does QFEurBmoaeyldne?0is p.Q@0.i ck Euros ?”

37 For more on the IMF, se@RS Report R4201Mternational Monetary Fund: Background and Issues for Congress
by Martin A. Weiss
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program to go forward in order to protect intern
contagion of the c¢crisis in Greece to the rest of
that otbgramargderpEurozone countries, including
been success ful
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haded to legiaslmntawindDiodkdr a2n0kStOWaed dt Refor m and Co:
ProtectSieccnt i ocnP . 115. Q@ D)3a@dfquUi.rSe.d representatives at tl
l oans -4ad md hmigmhdd me colntrgiee puwil t ket edre btth alne viel Os% (ogfr
GDP) f{nfo ti tltihkaetl yt hey will repay theidM&FmeProspect
countries are exempted from this reqourirement. ITf
mi ddheome cpumne ry. SesoppositDemar ofhedhrbkea wur g qui r e
to report regularly to Congress about various ec

Addi t i mhheaclel@b)elrd , Congress conditioned U. S. parti

package at the IMF on repeal of the 2010 policy
forward despite conceirthsstPtok elrlI)3'the saspansnabtiditly
legislatrepecatlleed &k M npphbde i cgfohmngackage became e
Janwar™@he legislation also touchgydtbe hAMBEumber

progr &megeece and ot hey IEmcnocumdeipeogrd d mmgt mieeqsui r e me nt
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%For example, see IMF, “Greece: Ex Post -BwArrlaunageinoenn to,f” Exc e
June 2013; Paul Bl ustein, “Behind the Scenes at the I MF on
®For example, see John B. Taylor, “Ob WalaStreetnlaurndl MF Ar e Unha p;
February 13, 2014.

“OFore x ampl e, see Peter Eavis, “Greece i NMewNorkaTimesiunei3d, ‘ Arrear s,
2015.

41 For more on the IMF reform package before Congress;B&Report R42844MF Refoms: Issues for Congress
by Rebecca M. Nelson and Martin A. WeiaadCRS In Focus IF10134MF Quota and Governance Refornty
Martin A. Weiss and Rebecca M. Nelson

2] MF, “IMF SurvRBRyoli dMFfRe fBxmeptional Access Lending,” Jani
Hi storic Quota and Governance Reforms Become Effective,” ]
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Legislation in the 115 t Congr ess

In March 2017, Representatitiizenga introduced thetMF Reform and Integrity A¢H.R. 1573, which seeks to
address some of the issues raised by the IMF programs in Greacex&mple the bill would enact changes in
the following areasamong other objectives:

x Cofinancing arrangements. The cdinancing arrangement between the IMF and European creditgrs, (
along with the ECBDUH UHIHUUHG WR DV WKH "WURLNDp LQ *U HsHReH
DQDO\WWY DUJXH WKDW LW FRQVWUDLQHG WKH ,0):V SROLF\
the processOthers argue that cbnancing arrangememngere an important policy tool that alloed the IMF
to leverage funds and minimize its own exposure during financial dddes1573would directthe U.S.
Executive Director at thdMF to oppog IMF programs that would be financed with other multilateral
organizationsn specific instances, particularly when IMF financing is not made explicitly senior to finang
from other multilateral organizatia It would alsodirect the U.S Governor of the IMEFunder certain
circumstancesp oppose any increase in IMF resourdethe Fund has recently approved financing in
conjunction with another multilateral organization.

X Unsustainable debt . Some analysts argue that the IMF should raastehproceeded with two successive
Greek programs when IMF staff could not certifith high probabilitthat Greek debt was likely to be
sustainablever the mediunterm. Other analysts argue that the IMF required the flexibility to fund a
program in Greee in order to avoid a systemic crisis as the global economy strddglescover fromthe
global financial crisis of 20@®10.H.R. 1573would direct the U.S. Executive Director ahe IMF to oppose
IMF programs for countries whose public debts are not likely to be sustainable in the medium term

x Changing IMF lending criteria. The IMF decision to change its criteria for granting exceptional accesg
IMF financingp allow the Greek program to go forward has been criticized, although some argue it was
necessary to stem spillover of the crisiéR. 1573wvould prohibit the U.S. Executive Diotor at the IMF
from supporting a change the criteria used by the Fund to grant exceptional access to IMF finaneaey
specific instances.

Implicatiobhsrdpean. Gooperation

Many U. S. policymakers and analysts maintain tha
increasingly’scensftecaiivebhwesspas a partner for t he
only the largest U.S. tradingnaaddintves mmmherpart
key U. S allies on a range of global challenges,
Iranian nuclear program, and instability and ter
tensions 1in Eureo pCr eaenkd aan df obcruosa doentr tFhur oz one <cri s
continue to prevent the EU from fo-Eusopgamore 1in
policy priorities.

A struggling Greece, especially outarde¢e ythe Euro
challenges for both Europd ammndd ntgh encelhibietre & S tINAT O5
has been a important U.S. ally and source of st
beset by conflict over tchaet ipoansst f200r ytechaer sUn i Ttheed sSe
heightened instability 1in Gr egeecoes tcroautledg ibce pcoosmiptoiu
Mi ddle East and Nort-ht Afdicg,tasnsweht wsthtTudba
exampl e, i s a tpor ibBmarroyp ee nftorry ap omanjtor i nflux of mi
and Africa, which has been a growing source of ¢
the potential for a Greek government that feels
clser ties to Russia. During his time in office,
Grescel ose economic, political, and cultural t 1€
sanctions -etnhdhgh cOmamdaeyg has agteodstoFouphost pe
Russian President Vliadimir Putin has expressed a
investmeniss ener@ryeseactor.
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